WikiLeaks Document Release 

http:/ / wikileaks.org/wiki/CRS-RL31834 
February 2, 2009 

Congressional Research Service 
Report RL31834 

Intermodal Rail Freight: A Role for Federal Funding? 

John F. Frittelli, Resources, Science, and Industry Division 
August 18, 2004 

Abstract. The first part of this report provides historical context and reviews some of the factors inspir- 
ing debate on several complex and important policy issues for congress: Should federal rail policy remain 
relatively hands-off or does the current situation require a more activist policy? Should government assist 
the railroads in optimizing their Intermodal network? If so, how should government funding be arranged? 
How would rail projects deserving government support be selected? The next section examines arguments 
for and against government involvement in financing rail infrastructure and discusses the types of rail 
projects being proposed for public funding. The following section describes current funding mechanisms and the 
last section reviews the pros and cons of some alternative mechanisms for funding and planning rail infrastructure. 



http://wikileaks.org/wiki/CRS-RL31834 



Order Code RL31834 



CRS Report for Congress 

Received through the CRS Web 



Intermodal Rail Freight: 
A Role for Federal Funding? 



Updated August 18, 2004 



John F. Frittelli 
Specialist in Transportation 
Resources, Science, and Industry Division 



Congressional Research Service ❖ The Library of Congress 





http://wikileaks.org/wiki/CRS-RL31834 



Intermodal Rail Freight: A Role for Federal Funding? 



Summary 

As the freight industry enters the peak fall shipping season, many government 
officials and industry observers are concerned that the railroads could be 
overwhelmed by record volumes of freight. The Surface Transportation Board, the 
federal agency that regulates railroads, has taken the unprecedented step of requiring 
each railroad to submit a plan on how they intend to prepare for this year’s peak 
season. Other industry experts point to recent service disruptions as “early warning 
signs”of a possible “capacity crunch” in the nation’s intermodal rail system. 

Keeping up with trade growth will require substantial investment to expand 
capacity on rail rights-of-way. However, many rail analysts question whether the 
freight railroads have the financial means to add capacity at sufficient pace to meet 
the anticipated demand. This raises the issue of whether the government could or 
should assist the railroads in expanding the capacity of their infrastructure. And if 
so, how a funding program could be arranged. Several proposals have been 
introduced in the 108 th Congress to accelerate investment in the rail network. 

A number of concerns have been raised about federal assistance for the 
development of freight rail facilities. Some contend that an aid program is 
unnecessary, others object to providing public aid for privately owned infrastructure, 
and some warn that public aid will do more harm than good. 

On the other side of the issue, a number of public benefits can be associated 
with improving freight rail infrastructure. One view is that public aid should be 
directed to those rail or rail-related projects which improve passenger mobility. 
Projects that mitigate grade-crossing delays or upgrade passenger rail corridors are 
primary examples. Another popularly held assumption is that public aid should be 
provided because there are energy, safety, and environmental benefits to rail 
transportation. There are also those who support public aid for rail projects for the 
purpose of enhancing freight mobility. This view holds that freight railroads are so 
critical to the national economy that upgrading and expanding their infrastructure is 
a national concern. 

Freight railroads primarily finance projects themselves with almost no 
government assistance. The railroads have been investing heavily in their service 
capacity, particularly with respect to intermodal terminals. The question is if their 
pace of investment is sufficient to meet anticipated demand. There is a growing 
sense by some parties that public support for intermodal rail projects must become 
more common if growing congestion and inefficiencies in the nation’s intermodal 
transportation system are to be corrected. 

One proposal is to create a rail trust fund similar to the highway, inland 
waterway, and aviation trust funds to provide a regular funding stream. Others 
suggest that existing federal programs could be modified to make it easier for freight 
rail projects to qualify for federal monies. A related issue is how projects deserving 
public support could be identified. This report will be updated as warranted. 
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Intermodal Rail Freight: 

A Role for Federal Funding? 



Introduction 

As the freight industry enters the peak fall shipping season, many government 
officials and industry observers are concerned that the railroads could be 
overwhelmed by record volumes of freight. Railroads move approximately 40% of 
the nation’s freight as measured in ton-miles (the movement of one ton of freight one 
mile) and 6% as measured in value. The Surface Transportation Board (STB), the 
federal agency that regulates railroads, has taken the unprecedented step of requiring 
each railroad to submit a plan on how they intend to prepare for this year’s peak 
season. Other industry experts point to recent service disruptions as “early warning 
signs”of a possible “capacity crunch” in the nation’s intermodal rail system. 1 They 
contend that the intermodal rail network is in a fragile state where seemingly local 
problems quickly spread throughout the national network because the system is 
operating at maximum capacity. 

Peak season shipping problems, according to some, are indicative of a longer- 
term, underlying capacity problem. A recent Transportation Research Board study 
entitled Freight Capacity for the 21 st Century points to several trends in the rail 
industry as consistent with a condition of tightening capacity. 2 These trends include 
long-run contraction of the extent of the network, declining net capital stock, rising 
profits, slowing train speed, and sporadic service failures. Meanwhile, growing 
congestion on certain portions of the nation’s interstate highway system, has also 
focused the interest of policymakers on the capability of the railroads to divert more 
truck traffic to the rail mode. And increasing demand for commuter rail, whose 
trains run on freight track in parts of the country, has put further strain on rail 
infrastructure capacity. A recent DOT Inspector General report finds that, “Despite 
the [freight] railroads’ investments, certain parts of the railroad system have become 
severely congested and cannot accommodate the conflicting demands of both 
increasing freight movement and increasing commuter and intercity passenger rail 
traffic.” 3 



1 See for instance, “Intermodal Storm Ahead,” Traffic World , July 12, 2004, p.ll. 
“Warnings on Intermodal Rail,” Journal of Commerce, March 29-April 4, 2004, p.47. 
“Capital Crunch Constrains Intermodal Growth,” American Shipper, Nov. 2003, p. 20. 

2 Transportation Research Board, Freight Capacity for the 21 st Century, Special Report 27 1 , 
National Academy Press, Washington, D.C. 2003, p. 65. 

3 U.S. DOT, Office of Inspector General, FRA Oversight of Use of Slow Orders and Track 
Reclassification, December 10, 2003, Control # MH-2004-047. 
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Keeping up with trade growth, diverting more truck traffic to rail, and 
accommodating more frequent passenger trains will require substantial investment 
to expand capacity on rail rights-of-way. However, many rail analysts question 
whether the freight railroads have the financial means to add capacity at sufficient 
pace to meet the anticipated demand. This raises several important but complex 
policy issues for Congress. 4 Should federal rail policy remain relatively “hands-off’ 
or does the current situation require a more activist policy? Should government 
assist the railroads in expanding capacity on the intermodal network? If so, how 
should government funding be arranged? How would rail projects deserving 
government support be selected? 

The first section of this report provides historical context and reviews some of 
the factors inspiring debate on these questions. The next section examines arguments 
for and against government involvement in financing rail infrastructure and discusses 
the types of rail projects being proposed for public funding. The following section 
describes current funding mechanisms and discusses the pros and cons of some 
alternative mechanisms for funding and planning rail infrastructure improvements. 
The last section identifies legislation introduced in the 108 lh Congress to accelerate 
the pace of investment in rail infrastructure. 



Background 

What is Intermodal Rail? 

Intermodal rail is the movement of cargo in combination with at least one other 
mode of transport but under a single bill of lading. Although intermodal rail could 
include many types of commodities, such as grain or coal, the rail industry limits the 
term to mean the carriage of truck-trailers (with wheels) or containers (without 
wheels) by rail. Trucking is critical to intermodal rail transport. Trucks are utilized 
for the pick up or delivery of the trailer or container to the shipper at either end of the 
rail segment. 5 Import and export moves through seaports involve water, in addition 
to rail and truck modes. Import and export containers may be transferred directly 
between ship and rail if the port has an “on-dock” rail facility. If the rail facility is 
located “off-dock,” a truck will transfer the container between the port and railroad. 6 
A truck may also transfer a container between two rail terminals if the transit 
involves two rail networks that do not share a common terminus. 7 

The most common forms of intermodal rail are trailer-on-flatcar (TOFC), 
container-on-flatcar (COFC), and double-stack container (DST). Railroads generally 



4 For further information on this topic, see also Jeremy F. Plant, “Railroad Policy and 
Intermodalism: Policy Choices After Deregulation,” The Review of Policy Research, June 
22, 2002, and John M. Scheib, “Government and Industry Partnership to Develop Rail 
Infrastructure in the United States,” Transportation Quarterly, Summer 2002. 

5 Often referred to as “store -door” trucking or a “door” move. 

6 Often referred to as “bridge” trucking. 

7 Often referred to as “crosstown” trucking. 




